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Toyota recall scandal and a series of incidents involving frequent product 
safety, reflecting deficiencies in the system of compensatory damages. 
Punitive damages are a necessary complement to compensatory damages. The 
meaning of punitive damages is to compensate by increasing the amount, 
making a considerable amount of compensation and the actual damage. By 
punishing the perpetrator's subjective bad faith, and by changing the behavior 
of people in the expected costs and benefits, to prevent similar acts from 
happening again. In this paper, the perspective of law and economics are to 
explain the principles of punitive damages and applicable rules. Try to form a 
set of rules to determine under what circumstances should apply to punitive 
damages. This article is divided into three chapters. The first chapter 
introduces the concept of punitive damages, function and historical 
development. At the same time, the chapter demonstrated in the full 
establishment of the need for punitive damages. Chapter two through a 
comparative analysis of other countries and regions, taking into account the 
establishment of punitive damages and the amount of content elements 
determined to build a model system of punitive damages. Chapter third 
discusses the improvement suggestions. Include optimizing the conditions of 
application of punitive damages, the amount of increase in the amount set 
method. 
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